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BOBBIE BROOKS, INCORPORATED is a large apparel 
producer. We operate 22 manufacturing plants, and one of the 
nation’s largest vertically integrated facilities for production 
of double knit fabric and double knit and full-fashioned knitted 
apparel. We have 12 modern distribution centers and 46 sales 
offices and showrooms in major cities. The Bobbie Brooks Division 
produces sportswear, swimwear and dresses for young adult 
women and misses who wear junior sizes, under the Bobbie Brooks, 
Robbie Rivers, Moody’s Goose, and B.B.’s Own Stuff labels. 

We provide branded sportswear for misses through the Addenda 
and Perception-Directions Divisions, and unbranded sportswear 
through our Bryn Mawr and Coronet Divisions. Stretchini 
makes clothes for children and pre-teens. Our M. & D. Simon 
Division manufactures men’s knitted apparel under the Donegal 
brand name and Colebrook Mens supplies unbranded 
sportswear. Colebrook Mills provides knitted fabrics and knitwear 
to all divisions and sells knitted fabrics to retailers. We also 
operate the Remnant House chain of retail fabric stores. 

Bobbie Brooks International develops licensing arrangements 
under which companies in other countries produce under 
our brand names and utilize our back-up support. 
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Maurice Saltzman, Chairman 


Report to Shareholders, 

Sales of continuing operations increased four per cent to 
$177,607,000 during the fiscal year ended April 30,1974, 
compared with $170,202,000 a year ago. Net income 
from continuing operations was $2,948,000 or 65 cents 
a share compared with $4,461,000 or 99 cents a share 
for the prior year. Net income after discontinued 
operations was $109,000 or two cents a share com¬ 
pared to net income of $2,395,000 or 53 cents a 
share last year. 

The following table analyzes the results of 
continuing operations in greater detail. 

Net Income (Loss) — Continuing Operations 

Years Ended April 30 



1974 

1973 

Merchandising Operations . 

$10,151,000 

$9,441,000 

Colebrook Mills — 



Knitting and 



Dyeing Operation. 

(532,000) 

635,000 

Interest . 

(4,461,000) 

(2,980,000) 

Bad Debts in Excess of 



Three-Year Average - 

(660,000) 

— 

Total Pre-Tax Income. 

4,498,000 

7,096,000 

Federal Income Tax. 

(1,550,000) 

(2,635,000) 

Net Income . 

, $ 2,948,000 

$4,461,000 



As the table indicates, income before federal income 
taxes of our merchandising operations was $10,151,000 
a seven per cent increase over the $9,441,000 of 
the preceding year. 

One of the factors countering these results was a loss of 
$532,000 in the knitting, dyeing and finishing activities of 
our Colebrook Mills operations which earned $635,000 
in the preceding year. The swing from profit to loss 
was due to an increase in yarn costs which in light of a 
soft fabric market could not be passed on to the 
consumer, and hence reduced profit margins — the 
startup costs of the new dyeing and finishing plant 
further reduced profit margins — and finally, excess 
cost resulting from under-utilization of the facilities. 
Interest costs increased sharply, primarily due to the 
rise in prime rate and totaled $4,461,000, an increase 
of 50% over the $2,980,000 for the preceding year. 
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Bad debt losses exceeded the average for recent years 
by $660,000. This experience was due primarily to 
the “shake-out” in the discount department store field 
as well as a higher than usual rate of failures among 
medium and small specialty stores. The Company has 
redirected its volume in the discount industry to 
servicing those organizations who have demonstrated 
their financial stability during this difficult period. 

With regard to the medium and small specialty stores, 
credit policies relating to this type of account have been 
tightened in order to minimize the Company’s exposure. 

Strengthening our Balance Sheet 

Improving the strength, liquidity and quality of the 
corporate balance sheet has been and continues to be 
a key management objective. 

As part of this program and shortly after the close of 
the current year, we discontinued operation of 
three divisions — Kelly Arden, Joe Edwards, and 
Lampl — which as a group had incurred sub¬ 
stantial losses over recent years, offsetting the 
favorable results of other divisions. These divisions 
were either sold, liquidated, or merged into other 
corporate operations, with the anticipated liquidating 
costs charged against income for the fiscal year ended 
April 30,1974. After deductions for operating losses 
and liquidation expenses of these divisions, net income 
for the year was $109,000 or 2 cents a share compared 
with the year-ago $2,395,000 or 53 cents a share. 

This important step, now concluded, will not only halt 
operating losses in these three divisions, but will 
free an estimated $5,000,000 in capital to reduce bor¬ 
rowings with significant savings in interest expense. 

The Company’s failure to earn any appreciable 
net income during fiscal ’74 resulted in working capital 
and net worth remaining virtually unchanged from 
the prior year. On a proforma basis, however, the 
expected $5,000,000 reduction in borrowings resulting 
from the elimination of the three divisions will 
improve the liquidity and the debt-to-equity relationship 
of the balance sheet. 

The value of centralized control of our accounts 
receivable instituted in 1970 became more evident than 
ever last year as indicated by an 8% reduction in 
balance sheet accounts receivable in spite of an 


increase in sales and a national economic climate that 
made collections more difficult than normal. 

Inventory control procedures have been effective and 
inventories are in line with the sales increase. 

The major capital expenditures required during recent 
years to carry out our vertical integration in the knitting 
field, from yarn to finished garment, are now completed, 
and we expect that capital spending for the next several 
years will be less than depreciation charges. 

We anticipate that our continuing financial control 
programs, the reduction of capital expenditures, freeing 
of capital formerly tied up in unprofitable divisions, 
and future earnings will have a substantially favorable 
impact on our balance sheet. 

In a further move to strengthen the balance sheet, 
the Company has agreed with its bankers 
to recast the existing revolving credit agreement. 

Under new terms, instead of paying $20,000,000 in 
16 quarterly installments beginning April 1,1975, 
we will have a new five-year term loan agreement 
under which no principal payments will be made for 
the first two years, and during the remaining three 
years quarterly payments will be less than originally 
called for, with a final $8,000,000 “balloon” payment 
at the end of five years. 

Colebrook Mills Outlook Good 

Another important management objective is the 
effective and profitable full utilization of our 
vertically integrated Colebrook Mills yarn-to-garment 
production facilities, which are among the industry’s 
largest and most modern. 

The validity of our vertically integrated approach to 
merchandising is constantly becoming more apparent 
... in cost advantages, improved quality, flexibility 
in meeting styling changes, and reliability of service. 
Colebrook has improved the configuration of its 
equipment through the recent installation of 20 new 
Rockwell electronically controlled knitting machines, 
replacing a group of older machines whose limited 
capabilities hampered scheduling in the mill. 

With the demand for double-knit fabrics now increasing, 
we have greater capacity at a time when it is 
important, and this new capacity has opened the way 









for greater use of Colebrook products by divisions 
within the Corporation. We look to Colebrook as an 
important profit center in fiscal 1975 and future years. 
The energy crisis created a national supply problem in 
polyester yarn, which is made from petroleum 
derivatives. During this crisis, Colebrook Mills, as a 
large purchaser, was able to secure delivery from 
major fiber producers of all of its yarn, on time and in 
the amount ordered. Accordingly, it was able to 
satisfy the needs of our merchandising divisions 
without interruption. 

Major Merchandising Objectives 

Major management merchandising objectives tie in 
naturally and smoothly with our vertically integrated 
knitting capacity and our diversified marketing base. 
One of these objectives is to improve our position in the 
unbranded market, largely represented by mass 
retailers requiring the type of national service which a 
large and effective integrated knitting manufacturing 
resource can provide. 

Another objective is to continue building the historically 
strong position of Bobbie Brooks as a volume supplier 
of branded apparel to department and specialty stores. 
Our volume is improving in the menswear market, 
for which we provide both branded and unbranded 
sportswear through our vertically integrated knitting 
facilities. Customer relations of our menswear divisions 
are excellent, and continuing progress is anticipated. 

We serve the entire range of the female apparel 
market from toddlers through junior girls, young adults 
and misses, providing nationally known brand name 
lines and unbranded apparel, targeted to all dynamic 
areas of sales and population growth, with emphasis on 
sportswear, the growth segment of the industry. 

In the over-the-counter retail fabric market, which has 
strengthened substantially during recent months, our 
own retail outlets are increasing sales and profits. 
Additionally, Colebrook is becoming a supplier of 
knitted fabrics to other merchandisers in this industry. 
We bring to each of our markets particular expertise 
enabling us to compete with the many small specialized 
manufacturers and at the same time offer our 


customers the advantages of dealing with a large 
and stable company. 

International Operations 

The Bobbie Brooks International Development 
Company, observing its 10th anniversary year, serves 
licensees producing under our brand names and 
utilizing our styling and back-up support in many 
other nations throughout the world. Sales by our 
licensees now total about $20,000,000 annually, a 
gain of approximately 30 per cent in the past year. 
While these sales are not included in our corporate 
results, they are the basis on which royalty payments 
are made, and international operations are a steadily 
developing profit source. 


Our Opportunities are Good 

To sum up, Bobbie Brooks is well positioned as a 
volume supplier of apparel in the men’s, women’s, 
and children’s field. Our organization is well struc¬ 
tured with capable and well motivated management 
teams heading each division. 


We believe that our present programs can attain the 
primary management objectives outlined in this 
letter, with resulting profit improvement and 
strengthening of the Company’s balance sheet. 

Sincerely, 




—_- -tr - 

Maurice Saltzman, Chairman 

/J(U /c^ / /7c/ /csi 


Herbert Adler, President 


July 30,1974 
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Consolidated Statement of Income and Retained Earnings 


Net sales — continuing operations. 

Costs and expenses: 

Cost of sales. 

Selling, warehouse, general and administrative 
Interest .. 


Income — continuing operations before federal income taxes 

Federal income taxes — Note 6. 

Income — continuing operations. 

Discontinued operations — Note 2: 

Loss from operations of discontinued divisions 

(net of tax effect of $1,015,000 and $1,215,000). 

Loss on disposal of discontinued divisions 

including provision of $193,000 and $279,000 for 

operating losses during phase-out periods 

(net of tax effect of $1,122,000 and $692,000). 


Net income. 

Retained earnings at beginning of year 
Retained earnings at end of year.. 


For the Years Ended 
April 30, 

1974 1973 

$177,607,000 $170,202,000 


125,978,000 

42,670,000 

4,461,000 

173,109,000 

4,498,000 

1,550,000 

2,948,000 


(1,351,000) 


(1,488,000) 
(2,839,000) 
109,000 
22,440,000 
$ 22,549,000 


122,180,000 

37,946,000 

2,980,000 

163,106,000 

7,096,000 

2,635,000 

4,461,000 


(1,317,000) 

(749,000) 
(2,066,000) 
2,395,000 
20,045,000 
$ 22,440,000 


Earnings (loss) per common share —Note 9: 

Continuing operations. 

Discontinued operations: 

Operations of discontinued divisions 
Disposal of discontinued divisions .. 

Net income. 


$ .65 

$ .99 

(30) 

(29) 

(33) 

(.17) 

$ .02 

$ .53 


See notes to financial statements. 




















































Consolidated Statement of Capital Surplus 


Capital surplus at beginning of year. 

Excess of fair value over stated value of 
shares issued under incentive stock plans. 

Stated value of additional shares issued in connection 
with pooled businesses previously acquired. 

Capital surplus at end of year. 

See notes to financial statements. 


For the Years Ended 
April 30, 


1974 

$13,938,000 

38,000 

(40,000) 

$13,936,000 


1973 

$13,721,000 

219,000 

( 2 , 000 ) 

$13,938,000 


Consolidated Statement of Changes in Financial Position 


Sources of working capital: 

Provided by operations: 

Net income. $ 109,000 

Add items not involving working capital: 

Depreciation. 3,191,000 

Deferred taxes (non-current). 447,000 

Other — net. 67,000 

Total from operations. 3,814,000 

Long-term debt incurred. 515,000 

Disposal of property assets. 366,000 

Proceeds from sale of shares under stock incentive plan. 68,000 

Sundry — net. 366,000 

Total sources. 5,129,000 


$ 2,395,000 

2,818,000 

330,000 

165,000 

5,708,000 

640,000 

594,000 

249,000 

562,000 

7,753,000 


Applications of working capital: 

Additions to property assets. 

Current maturities of long-term debt 

Total applications. 

Increase in working capital — Note 8 .., 
Working capital at beginning of year 
Working capital at end of year. 


2,959,000 

1,404,000 

4,363,000 

766,000 

46,067,000 

$46,833,000 


5,230,000 

1,506,000 

6,736,000 

1,017,000 

45,050,000 

$46,067,000 


See notes to financial statements. 
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CONSOLIDATED 


April 30, 


ASSETS 

Current assets: 

Cash. 

Accounts receivable, net of an allowance for 
doubtful accounts of $274,000 and $426,000 . 

Inventories — Notes 1(b) and 3. 

Prepaid expenses and sundry receivables. 

Refundable and prepaid federal income taxes — Note 2_ 

Total current assets. 

Property assets — at cost — Note 1(c): 

Land and buildings. 

Machinery, equipment and fixtures. 

Leasehold improvements . 


Accumulated depreciation 


Goodwill — Note 1(g) 

Other assets.. 


1974 

1973 

$ 8,014,000 

$ 3,035,000 

35,862,000 

38,970,000 

44,806,000 

42,351,000 

1,835,000 

1,644,000 

2,089,000 

1,159,000 

92,606,000 

87,159,000 


11,999,000 

25,118,000 

5,243,000 

12,121,000 

24,179,000 

5,039,000 

42,360,000 

41,339,000 

18,702,000 

17,083,000 

23,658,000 

24,256,000 

2,657,000 

2,799,000 

1,251,000 

1,290,000 

$120,172,000 

$115,504,000 

































BALANCE SHEET 


LIABILITIES AND SHAREHOLDERS’ EQUITY 

Current liabilities: 

Notes payable — banks — Note 4. 

Long-term debt — portion due within one year.. 

Accounts payable. 

Accrued expenses and sundry liabilities. 

Provision for losses on disposal of discontinued 
operations — Note 2. 

Total current liabilities. 

Long-term debt — Note 5: 

5V4% Convertible Subordinated Debentures. 

Notes payable — banks. 

Sundry notes. 

Deferred income taxes and other credits — Note 1(d) 

Commitments and contingencies — Note 10 

Shareholders’ equity: 

Common stock — no par value — 
stated value $1 — Notes 1(f) and 7 

Authorized — 10,000,000 shares 

Issued —4,587,802 and 4,517,722 shares . 

Capital surplus. 

Retained earnings — Note 5. 


Cost of 16,500 treasury shares 


April 30, 


1974 

1973 

$ 24,000,000 

975,000 

13,222,000 

5,919,000 

$ 20,076,000 

1,407,000 

14,423,000 

5,186,000 

1,657,000 

— 

45,773,000 

41,092,000 

6,869,000 

20,000,000 

3,987,000 

7,300,000 

20,000,000 

4,445,000 

2,494,000 

1,795,000 


4,588,000 

4,518,000 

13,936,000 

13,938,000 

22,549,000 

22,440,000 

41,073,000 

40,896,000 

24,000 

24,000 

41,049,000 

40,872,000 

$120,172,000 

$115,504,000 


See notes to financial statements. 
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Notes to Consolidated Financial Statements 


Note 1 — Summary of Significant Accounting Policies. 

(a) Principles of Consolidation. 

The consolidated financial statements include the ac¬ 
counts of the Company and its subsidiaries, all of which 
are wholly-owned. Material intercompany items and trans¬ 
actions have been eliminated in consolidation. 

(b) Inventories. 

Inventories are stated at the lower of cost (first-in, first- 
out method) or market. 

(c) Property Assets. 

Depreciation is computed primarily by the straight-line 
method at rates based upon the estimated useful lives of 
the respective assets. Maintenance, repairs and minor 
renewals are charged to income as incurred whereas the 
costs of significant betterments are capitalized. Upon sale 
or retirement of property assets, the related costs and 
accumulated depreciation are eliminated from the ac¬ 
counts and gains or losses are reflected in income. Cap¬ 
italized lease obligations under leases which are, by their 
terms, equivalent to purchase agreements, are included 
in property assets. 

(d) Income Taxes. 

Deferred income taxes are recognized for depreciation 
and certain other expenses reported under different meth¬ 
ods for both federal income tax and financial reporting 
purposes. Investment credits are reflected in income in 
the year of realization. 

The accumulated undistributed earnings of the Com¬ 
pany’s subsidiaries, all of which are domestic corporations, 
are intended to become available to the parent company 
through future tax-free mergers. 

(e) Pension Plans. 

The Company maintains funded noncontributory pen¬ 
sion plans covering certain salaried, hourly and commis¬ 
sion basis employees. The plans provide for normal retire¬ 
ment at age 65 or earlier optional retirement under speci¬ 
fied conditions. The annual provision for accrued pension 
costs consists of actuarially determined normal costs net 
of gains or losses resulting from changes in actuarial 
assumptions, amortized over ten years. Pension costs, on 
an accrual basis, were $591,000 in 1974, and $506,000 in 
1973. At April 30, 1974 the amount of the pension funds ex¬ 
ceeded the actuarially computed value of vested benefits. 

(f) Stock Options. 

Proceeds from capital shares issued under option plans 
are credited to capital stock to the extent of stated value 
and any excess is credited to capital surplus. 


The Company makes no charges against earnings with 
respect to the options. 

(g) Goodwill. 

Goodwill represents the excess of acquisition costs 
over the fair value of the related net assets of companies 
acquired on a purchase basis. In management’s opinion 
goodwill incurred prior to October 31, 1970 represents, 
insofar as is presently determinable, an asset of unlimited 
life and no attrition through periodic amortization is an¬ 
ticipated. Subsequent additions, nominal in amount, are 
amortized to operations over a forty year life. 

Note 2 — Discontinued Operations. 

In fiscal 1974, the Company discontinued the operations 
of several businesses, the results of which are presented 
as a separate caption in the consolidated statement of 
income and retained earnings. For purposes of compar¬ 
ability the previously published 1973 income statement 
has been recast to similarly reflect the corresponding 
operations, together with those of businesses discon¬ 
tinued in fiscal 1973. Net sales of such businesses aggre¬ 
gated $26,565,000 in 1974 and $31,402,000 in 1973. 

Provision for losses estimated to be incurred as a result 
of these discontinuances has been made in the financial 
statements. Of the tax effect aggregating $1,122,000, re¬ 
lated to such losses, $820,000 has been reflected as 
current prepaid taxes. 

Note 3 — Inventories. 


Inventories consist of the following: 




1974 


1973 


Continuing 

Discontinued 




Operations 

Operations 

Total 


Raw 





Materials 

$14,072,000 

$1,372,000 

$15,444,000 

$14,691,000 

Work 





In Process 

8,697,000 

513,000 

9,210,000 

9,237,000 

Finished 





Goods 

19,710,000 

442,000 

20,152,000 

18,423,000 


$42,479,000 

$2,327,000 

$44,806,000 

$42,351,000 


Note 4 — Notes Payable — Banks 

As at April 30, 1974 the Company has available lines of 
credit, which are renewable annually aggregating $35,- 
000,000. During the current year maximum short-term debt 
outstanding at any month end was $28,750,000 and the 
average was $24,604,000. The weighted average interest 
rate on all borrowings for the year was 8.8% and the 



























Notes to Consolidated Financial Statements 


weighted average rate on short-term indebtedness out¬ 
standing at April 30, 1974 was 9.8%. 

Pursuant to informal arrangements in connection with 
short and long-term bank debt the Company was expected 
to maintain compensating balances generally equal to 
10% of lines of credit plus 10% of outstanding borrow¬ 
ings. Such compensating balance requirements (ledger 
balances, as computed by the banks, less float) averaged 
approximately $3,000,000 during the year and approxi¬ 
mated $5,000,000 at April 30, 1974. These amounts, sub¬ 
stantially maintained by the Company, are not legally 
subject to restriction and are at all times available for 
withdrawals. 

Note 5 — Long-Term Debt. 

(a) 51/4 % Convertible Subordinated Debentures. 

The Debentures, due in 1981, are redeemable, at the 
Company’s option, at 102V4% to September 1974 with 
decreasing premiums thereafter. Semi-annual sinking fund 
payments of $300,000 are required to March 1981. An 
aggregate 221,223 capital shares are reserved for issu¬ 
ance upon conversion at $31.05 per share, such price 
being subject to adjustment in the event of certain changes 
in the Company’s capital structure. Payment of principal 
and interest is subordinated to all other indebtedness. 

(b) Notes Payable — Banks. 

The notes were issued under the terms of a revolving 
credit agreement whereby the Company may borrow up 
to a maximum of $20,000,000. Pursuant to the banks’ letter 
of intent, dated July 12, 1974, such notes previously con¬ 
vertible on February 11, 1975 to a term loan payable in 
16 quarterly installments beginning April 1, 1975, will be 
convertible August 1, 1976 with maturities in twelve quar¬ 
terly installments of $1,000,000 beginning November 1, 
1976, and a final payment of $8,000,000 on November 1, 
1979. The notes bear interest at % per cent above prime 
plus Va per cent service charge. The financial statements 
as at April 30, 1974 reflect the terms of the foregoing 
letter of intent. 

(c) Sundry Notes. 

The indebtedness consists essentially of mortgage 
notes bearing interest at from 51/2% to 12% per annum, 
maturing at various dates through 1982, and collateralized 
by certain property assets with an unamortized cost of 
approximately $7,663,000. 

Under the most restrictive terms of the Company’s 
various debt agreements it is required to maintain both 
minimum consolidated working capital and defined tan¬ 
gible net worth of $42,000,000 through April 30, 1974, 


each increasing periodically thereafter to a maximum of 
$54,000,000 on May 1, 1979. As so defined, the Company’s 
tangible net worth was $45,189,000 at April 30, 1974. Cash 
dividends are limited to 50% of the cumulative excess of 
consolidated earnings plus depreciation accruing sub¬ 
sequent to April 30, 1972, less the aggregate of capital 
expenditures and repayments of funded debt after such 
date. At April 30, 1974 retained earnings are totally re¬ 
stricted as to payment of cash dividends. Additionally, 
the agreements restrict capital expenditures, rentals, 
creation of bank indebtedness and other items. 


Long-term debt 
years are: 

Fiscal 

maturities during the next 

Year 

Amount 

1975 

$ 975,000 

1976 

2,818,000 

1977 

2,846,000 

1978 

4,852,000 

1979 

4,875,000 


Note 6 — Federal Income Taxes. 

The component elements of the provision for federal 
income taxes are tabulated as follows: 


1974 1973 

Current . $1,103,000 $2,390,000 

Deferred . 447,000 245,000 


$1,550,000 $2,635,000 

Two subsidiaries operate in Puerto Rico under a sub¬ 
stantially tax exempt status through 1975 and 1985 re¬ 
spectively. Savings attributable to such exemptions were 
$517,000 in 1974 and $297,000 in 1973. 

Investment tax credits amounted to $50,000 in 1974 and 
$302,000 in 1973. The differences between the effective 
federal income tax rates and the applicable statutory 
rate are accounted for as follows: 

Percentage 



1974 

1973 

Statutory rate... 

Savings attributable to 

. . 48.0 

48.0 

Puerto Rican tax exemptions .. 

.. (11.5) 

( 4.2) 

Investment credits. 

• • ( 1.1) 

( 4.3) 

Other . 

• • ( -9) 

( 2.4) 

Effective tax rate. 

.. 34.5% 

37.1% 
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Notes to Consolidated Financial Statements 


Note 7 — Capital Stock. 


Note 9 — Per Share Data. 


(a) Changes in Outstanding Shares. 


Changes in outstanding capital shares are tabulated 
as follows: 


Issued and outstanding at 

beginning of year. 

Issued under stock 

incentive plans. 

Additional shares issued for 
previously acquired 

companies . 

Purchased for treasury 
Issued and outstanding 
at end of year. 


1974 

1973 

4,501,222 

4,471,702 

30,080 

30,020 

40,000 

1,500 


(2,000) 

4,571,302 

4,501,222 


(b) Incentive Stock Plans. 

Under the Company’s Qualified Stock Option Plan, 
471,426 shares are reserved for issuance upon the exercise 
of stock options which may be granted to certain officers 
and employees. At April 30, 1974 options to 281,088 shares 
were outstanding at prices ranging from $6.94 to $19.07 
per share (aggregate option price $3,876,000), such prices 
reflecting market value on the grant dates. The outstand¬ 
ing options are cumulatively exercisable to the extent of 
211,591 shares in fiscal 1975 and 55,188, 13,497 and 812 
shares in 1976, 1977 and 1978 respectively. 

Shares available for the granting of options, pursuant 
to the plan amounted to 190,338 at April 30, 1974 and 
87,526 at April 30, 1973. 

Additionally 58,000 shares are reserved under an Em¬ 
ployees’ Stock Purchase Plan. 


Note 8 — Changes in Working Capital. 

The increase (decrease) in components of working cap¬ 
ital are tabulated as follows: 


Current assets: 

1974 

1973 

Cash . 

$4,979,000 

($2,062,000) 

Accounts receivable . 

(3,108,000) 

4,678,000 

Inventories . 

2,455,000 

269,000 

Other . 

1,121,000 

1,304,000 

Current liabilities: 

5,447,000 

4,189,000 

Notes payable—banks _ 

Current portion of long-term 

3,924,000 

4,472,000 

debt . 

( 432,000) 

260,000 

Accounts payable . 

Accrued expenses and sundry 

(1,201,000) 

(915,000) 

liabilities . 

Provision for loss on 

733,000 

670,000 

discontinued operations .. 

1,657,000 

— 

Estimated income taxes ... 

— 

(1,315,000) 


4,681,000 

3,172,000 

Increase in working capital... 

$ 766,000 

$1,017,000 


Earnings per common share are based on the average 
number of shares outstanding in each year. Convertible 
debentures and stock options issued prior to June 1, 1969 
are not considered common stock equivalents. 

The assumed maximum conversion, as of the beginning 
of each year, of outstanding convertible debentures after 
giving effect to the related reductions in interest costs 
(net of related income taxes) and the issuance of other 
contingently reserved shares would have an antidilutive 
effect and have, accordingly, been excluded from per 
share computations. 

All other potential issuances, including stock options, 
would not be dilutive. 


Note 10 — Commitments and Contingencies. 


(a) Lease rentals. 



Total rental expense for the two years ended April 30, 

1974 are as follows: 

1974 

1973 

Financing leases 

Minimum rentals . 

Other leases 

$1,322,000 

$1,067,000 

Minimum rentals . 

3,014,000 

2,916,000 

Sublease income. 

(204,000) 

(239,000) 


2,810,000 

2,677,000 

Discontinued operations 



Minimum rentals . 

547,000 

512,000 

Sublease income. 

(250,000) 

(246,000) 


297,000 

266,000 


$4,429,000 

$4,010,000) 

The aggregate minimum 

annual rental 

commitments 


under all noncancellable leases are as follows: 

Type of Property Type of Lease 


Year 

Real 

Estate 

Equipment 

Financing 

Leases 

All Other 
Leases 

1975 

* 

$ 2,947,000 

$1,171,000 

$1,332,000 

* 

$ 2,786,000 

1976 

2,775,000 

1,171,000 

1,300,000 

2,646,000 

1977 

2,355,000 

1,171,000 

1,300,000 

2,226,000 

1978 

1,830,000 

416,000 

561,000 

1,685,000 

1979 

1,546,000 

168,000 

444,000 

1,270,000 

1980-1984 

5,237,000 

93,000 

1,435,000 

3,895,000 

1985-1989 

2,381,000 

— 

1,076,000 

1,305,000 

1990-1994 

1,596,000 

— 

793,000 

803,000 


$20,667,000 

$4,190,000 

$8,241,000 

$16,616,000 


* Net of rentals to be received from subleases of $354,000 
in 1975 and in decreasing amounts thereafter. 

Certain of the leases included above provide that the 
Company pay taxes, maintenance, insurance, and cer¬ 
tain other operating expenses applicable to the leased 
premises. 









































































Notes to Consolidated Financial Statements 


The estimated present value of aggregate minimum 
rental commitments for all noncancellable financing leases 
are as follows: 


April 30, 

1974 1973 

Real estate. $2,700,000 $1,908,000 

Equipment . 2,761,000 3,278,000 


$5,461,000 $5,186,000 

Such present values are based on calculations using 
interest rates ranging from 2.0% to 9.38%. The weighted 
average interest rates were 7.63% for 1974 and 7.55% 
for 1973. If all of the above noncapitalized financing leases 
were capitalized, the related property rights amortized on 


a straight-line basis and interest cost accrued on the 
basis of the outstanding lease liability, net income would 
have been decreased for fiscal years 1974 and 1973 by 
approximately $73,000 and $76,000 respectively. The 
amounts of amortization and interest cost included in the 
calculation were as follows: 


1974 1973 

Amortization . $1,025,000 $834,000 

Interest . $ 438,000 $381,000 

(b) Litigation. 


In management’s opinion presently pending litigation 
arising in the ordinary course of business will not, in its 
ultimate resolution, result in any material liability. 


AUDITORS’ REPORT CLARENCE RAINESS & CO., Certified Public Accountants 

To the Board of Directors and Shareholders 
Bobbie Brooks, Incorporated 

In our opinion, the accompanying consolidated statements present fairly the financial position of 
Bobbie Brooks, Incorporated and subsidiary companies as at April 30, 1974 and 1973 and their 
results of operations and changes in financial position for the years then ended, in conformity with 
generally accepted accounting principles consistently applied. Our examination of these 
statements was made in accordance with generally accepted auditing standards and accordingly 
included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

CLARENCE RAINESS & CO. 

New York, N. Y. 

June 21, 1974, 

(July 12,1974 as to Note 5(b)) 
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Ten-Year Financial Summary 

(Years Ended April 30th) 

RESULTS 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974 

Net Sales* $77,000,000 91,983,000 85,601,000 69,418,000 95,815,000 106,668,000 122,727,000 139,769,000 170,202,000 177,607,000 


Income (Loss) — 

Continuing Operations $ 4,000,000 

4,912,000 

(169,000) 

(2,016,000) 

1,175,000 

2,696,000 

3,110,000 

4,328,000 

4,461,000 

2,948,000 

Income (Loss) from 

Operations and Disposals 
of Discontinued 

Divisions $ 272,000 

555,000 

(902,000) 

(1,351,000) 

(1,256,000) 

(963,000) 

(1,348,000) 

(779,000) 

(2,066,000) 

(2,839,000) 

Extraordinary Items 




(162,000) 


780,000 

192,000 




Net Income (Loss) 

$ 4,272,000 

5,467,000 

(1,071,000) 

(3,529,000) 

(81,000) 

2,513,000 

1,954,000 

3,549,000 

2,395,000 

109,000 

YEAR-END POSITION 











Current Assets 

$38,017,000 

50,074,000 

47,818,000 

47,707,000 

57,559,000 

60,039,000 

75,872,000 

82,970,000 

87,159,000 

92,606,000 

Current Liabilities 

$24,563,000 

34,150,000 

26,726,000 

29,487,000 

35,670,000 

37,894,000 

48,234,000 

37,920,000 

41,092,000 

45,773,000 

Working Capital 

$13,454,000 

15,924,000 

21,092,000 

18,220,000 

21,889,000 

22,145,000 

27,638,000 

45,050,000 

46,067,000 

46,833,000 

Current Ratio 

1.5 

1.5 

1.8 

1.6 

1.6 

1.6 

1.6 

2.2 

2.1 

2.0 

Property, Plant, 
Equipment — Net 

$ 9,034,000 

11,449,000 

14,588,000 

14,029,000 

14,049,000 

14,804,000 

17,629,000 

22,438,000 

24,256,000 

23,658,000 

Long-Term Debt 

$ 3,102,000 

3,969,000 

15,534,000 

15,320,000 

16,511,000 

14,655,000 

22,001,000 

32,611,000 

31,745,000 

30,856,000 

Common Shareholders’ 
Equity 

$19,591,000 

23,605,000 

20,867,000 

17,379,000 

21,763,000 

24,675,000 

26,962,000 

38,234,000 

40,872,000 

41,049,000 

PER COMMON SHARE 











Income (Loss) — Continuing 

Operations $1.21 

1.46 

(.10) 

(.55) 

.31 

.69 

.79 

1.06 

.99 

.65 

Net Income (Loss) 

$1.29 

1.63 

(.29) 

(.97) 

(.02) 

.64 

.50 

.87 

.53 

.02 

Working Capital 

$4.11 

4.72 

6.23 

5.36 

5.82 

5.83 

7.24 

10.07 

10.23 

10.25 

Common Shareholders’ 
Equity 

$5.98 

7.00 

6.16 

5.12 

5.79 

6.50 

7.06 

8.55 

9.08 

8.98 


Net sales for all years have been adjusted 
to exclude sales of discontinued divisions. 
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